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Current Trends 


The Federal Trade Commission (FTC) has announced that it is surveying shopping-center 
developers and tenants to determine if its past orders against shopping-center lease restrictions are 
being followed. Since 1975 the FTC has ordered a number of tenants to drop lease conditions that i 
views as anticompetitive. Violations include requirements against leasing space to discount stores 
or granting favored tenants the exclusive right to sell certain merchandise and services. 


The Nation's largest housing lender, Home Savings & Loan Association of Los Angeles, has cut its 
minimum interest rate for fixed rate mortgages to 112 percent from 11% percent. A spokesman for the 
company said the fixed rate was cut for purely technical reasons and added that *‘loan demand is still 
good." 


Builders Investment Group, Valley Forge, Pa., is reported to be in default on $74 million in notes 
and debentures and may be forced into bankruptcy proceedings unless its lenders agree to grant 
waivers or make other arrangements. 


Bankers Trust Co., New York City, has said that it may sell 55 of its branches to three foreign banks. 
Bankers Trust is seeking to sell all of its 89 offices and concentrate on wholesale, rather than consumer, 
banking. The proposals to sell to foreign banks are subject to approval by regulatory authorities. 


Graham J. Morgan, chief executive officer of U.S. Gypsum Co., said he expects his company’s 
first-half profit to be “‘approximately $4 a share,” up 30 percent from $3.07 a share a year earlier. 
U.S. Gypsum is a leading maker of building materials and foresees a record year despite a projected 
decline in housing starts. 


The Bureau of the Census recently announced that the median age of all Americans was now precisely 
30.0. This means that half of all American citizens are more than 30 years old and half of us are below 
that age level. Some experts predict that the median age will rise to 35 by the year 2000 and to 37.8 by 
2040. 


The U.S. Department of Labor has reported that average salaries for a sample of white-collar 
occupations increased 7.8 percent in the 12 months which ended in March 1979. That was slightly 
smaller than the 7.9 percent rise in the previous 12 months. Salaries for professional, 
administrative and technical support personnel rose 7.7 percent, and salaries for clerical workers 
rose 7.8 percent. 


The leaders of 73 homeowners’ groups in New York City have called for an additional 5 to 7-year 
moratorium in implementing a new State property-assessment plan they say could triple taxes on private 
homes by 1981. The plan by the Temporary State Commission on Real Property Taxation calls for 
assessment of property at 100 percent of market value effective at the end of 1980. 





Two ‘New Community’ Experiments End 


HUD has announced that two financially troubled new communities are being phased out as the 
result of actions taken by the Board of Directors of the New Community Development Corporation 
(NCDC). The Board voted to acquire the assets of Soul City, a new community in North Carolina and 
approved a negotiated settlement for acquisition and disposition of the Newfields project in Ohio. 


NCDC General Manager William White said that: ‘‘Despite local efforts and the support of HUD these 
two projects have not developed into the thriving new communities it was hoped they would become.”’ 
A HUD weekly report of major departmental activities noted that: ‘‘Even if Soul City’s substantial debt 
were reduced to zero, there would be insufficient funds from sources other than the Federal 
Government to pay operating expenses or to amortize any new debt.”’ 


Soul City was created by Floyd McKissick, a nationally known attorney and civil rights activist in the 
late 1960's. Since it was approved as a New Community Project by HUD in 1972, only 40 lots have 
been sold and 31 new homes constructed. Last February HUD Secretary Patricia Roberts Harris 
appointed a task force to review the current and future conditions affecting the viability and success of 
the Soul City project. The task force concluded that Soul City is not financially feasible. 


The NCDC Board voted to acquire Newfields in October 1976 after concluding that it was not an 
economically feasible project. The suit to foreclose was filed by HUD in 1978. After lengthy 
negotiations, all the parties involved agreed to a settlement which will result in an estimated recovery to 
HUD ot $4 million. The original plans for Newfields, approved in 1973, included a 4,000-acre 
development with 13,000 housing units and 39,000 people. Today, there are only 150 residents, 65 
housing units and some community facilities. 


Homeowners Warned of Equity Scheme 


A scheme bilking homeowners who have fallen behind on mortgage payments is the subject of a 
nationwide Consumer Alert from HUD’s Office of Neighborhoods, Voluntary Associations and 
Consumer Protection (NVACP). 


Targets of the scheme, called the **home equity rip-off,"* are homeowners in default of their home loans 
and who are unaware of equity available to them because inflation has dramatically increased the value of 
their houses. It is this equity, says NVACP, that is the object of unscrupulous land speculators who take 
advantege of homeowners’ fears of losing their homes, their ignorance of the true market value of the 
property and their lack of knowledge about the options and assistance available to them. 


NVACP'’s Assistant Secretary Geno Baroni said **the home equity rip-off scheme has been reported in 
the Los Angeles area but HUD feels other areas of the country may experience the same problem.’’ He 
said that speculators contact a homeowner who has received a default notice, promise help and 
eventually end up with title to the property. 


Homeowners with government insured or guaranteed mortgage loans (HUD/FHA/VA) and who are in 
default should contact their lender or a professional housing counseling agency. Homeowners with 
conventional loans also should seek out the help of a professional housing counseling agency. Where the 
homeowner has no prospect of making up the payments, HUD says it would probably be wise to sell the 
property through a reputable real estate company after obtaining several realistic estimates. Money from 
the sale of the house can then be used to pay off the mortgage and any remaining funds would go to the 
former owner. 


**Whatever the circumstance,** said Assistant Secretary Baroni, **the consumer should be wary of 
unsolicited calls, and letters which offer to protect your credit and promises to take care of your 
problem.” 


Additional information may be obtained by calling the Neighborhood & Consumer Affairs 
Representative in the HUD field oftice nearest you. 





Workshop on US/Mexico Urban Policy 


HUD will host a workshop on American-Mexican urban policies at its central headquarters in 
Washington, July 30 to August 4. The workshop is an outgrowth of a meeting held June 7 in Mexico 
between HUD Secretary Patricia Roberts Harris and Mexican President Lopez Portillo which produced 
an Agreement for Cooperation in the Field of Housing and Urban Development. The agreement, signed 
by Secretary of State Cyrus Vance and then Foreign Minister Santiago Roel Garcia during President 
Carter’s visit to Mexico in February, names HUD and the Mexican Ministry of Human Settlements 
and Public Works (SAHOP) as executive agencies to carry out the work plan established by a joint 
steering committee. 


In the June meeting, President Portillo pledged his support to the steering committee and said his interest 
in urban affairs is rooted in an extensive background in urban issues in and out of public office. 
Secretary Harris said, *‘I believe no two countries stand to gain more from an open flow of information 
and exchange of ideas on our urban problems than the United States and Mexico.”’ 


Information will be exchanged on urban policies, plans and programs; programs of HUD and SAHOP 
as they impact border communities; national housing policies; urban environmental impact assessment 
and planning; the relationship of Federal and local governments in planning including citizen 
participation; metropolitan area planning; and urban disaster planning preparedness. 


Mortgage Gross Flow-April 1979 


HUD has announced that the volume of long-term mortgages closed for 1-4 family homes totaled 
$14.0 billion, up 7 percent from $13.1 billion in loans originated in April a year ago. The agency 
said, however, that all or a substantial proportion of the increase is due to improvements in its data 
system. The April activity brings total loan originations for all homes by all lenders to $48.0 billion for 
the first four months of the year, a slight decrease of | percent over the same period in 1978. 


Of the 1-4 family loans closed in April, savings and loan associations accounted for 50 percent ($7.0 
billion), commercial banks had a market share of 20 percent ($2.8 billion), and mortgage companies 
accounted for 21 percent ($3.0 billion). 


In comparison to loan activity in April 1978, July 1979 data show that home loans originated by savings 
and loan associations and commercial banks had decreased slightly by $.1 billion (down | percent) and 
$.2 million (down 6 percent), respectively. While mortgage companies showed substantial increases of 
$1.1 billion (up 57 percent) from April of last year, this increase to a significant extent reflects improved 
Statistical coverage and does not necessarily signify increased mortgage volume. 





Easier Home Loans 


House-hunting Americans, faced with sky-high home prices and soaring interest rates, are getting 
new help from Federal regulators, State and local governments and even employers according to a 
recent story in U.S. News and World Report. 


According to the July 2 story, many States are boosting legal ceilings on mortgage rates to keep 
conventional housing loans flowing. Some States and cities are creating new pools of money for homes, 
often at bargain interest rates, with sales of special tax-exempt bonds, and a growing number of 
companies are giving cash and other kinds of housing assistance to transferred employees. As of July 1, 
federally chartered savings and loan associations can offer variable-rate mortgages on which interest 
rates rise or fall in line with a national interest-rate index. Experts say that this practice could mean more 
money for home loans in the long run. 


U.S. News and World Report says that rising rates have *‘bumped into limits set by usury laws in many 
States, reducing lenders’ willingness to offer standard home loans.’’ To counter this trend, the story 
Says, at least 14 States have changed their usury laws this year. Jndiana, for example, raised its 
mortgage-interest limit to 15 percent from 10. Maryland eliminated its ceiling altogether. Nevada raised 
its limit to 18 percent, and other States have adopted a *‘ flexible ceiling that tracks an economic index.”’ 
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Mortgage Rates for New Homes 


The Federal Home Loan Bank Board (FHLBB) has announced that mortgage interest rates on 
loans closed for new homes reached 10.66 percent in June, up from 9.46 percent a year earlier. The 
Bank Board said its commitment rate, reflecting what lenders were quoting to prospective home buyers 
last month, jumped to a record 11.09 percent on a new home-with a 25-year mortgage covering 75 
percent of the purchase price. 


Kenneth Biederman, director of FHLBB’s Office of Economic Research, said the June figures show 
the effects of a recent **slowdown”’ in savings flows to thrift institutions and **continued high levels of 
demand” for housing. He noted that the rise in mortgage rates has been encouraged partly because a 
dozen or more States have recently lifted *‘usury-law”’ limits that held rates at 10 percent. 


Despite high mortgage rates, he said, he doesn’t foresee any *‘collapse™’ of the housing market and 
predicted that housing starts will run at an annual rate of about | .6 million through mid-1980. 


Mortgage rates also jumped for previously owned homes in early June — 10.71 percent from 10.60 
percent in May and 9.48 percent a year earlier. 


The average purchase price for new homes climbed to $73,000 in June from $72.300 in May and 
$62 .600 a year earlier. The average purchase price for previously owned homes in June was $61 .000. A 
year ago the average cost for such homes was $53,900. 





Senate Confirms FHLBB Member 


The Senate last month confirmed, by voice vote, the nomination of Andrew DiPrete for 
membership on the Federal Home Loan Bank Board (FHLBB). Mr. DiPrete was sworn in on June 
29, replacing Garth Marston who left the FHLBB last September. A former chief regulator for 
State-chartered financial institutions and insurance companies in Rhode Island, DiPrete says he hopes to 
face issues confronting the savings and loan business which, he says, are to *‘gather funds to support a 
prosperous housing market. ”’ 
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